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~ MARCUM

ACCOUNTANTS a ADVISORS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

L To the.Board of Directors and Member
of McNally Capital Securities, LLC

Opinion on the Financial Statements

We have audited the accompanying statement of financial condifion of McNally Capital Securities,
LLC (the “Company”) as of December 31, 2018, the related statements of operations, changes in
member’s equity, and cash flows for the year then ended, and the related notes (collectively . -
. - referred to as the financial statements). In our opinion, the financial statements present fairly, in
. .all material respects, the financial position of the Company as of December 31, 2018, and the
results of its operations and its cash flows for the year then ended in conformity with accounting
- principles generally accepted in the United States of America. ‘ :

Basis for Opinion’

. These financial =‘statements are the responsibility of the Company’s management. OQur .
responsibility is to express an opinion on the Company’s financial statements based on our audit.
We are a public accounting firm registered with the Public Company Accounting Oversight Board -
(United States) (PCAOB) and are required to-be independent with respect to the Company in

accordance with the U.S. federal securities laws and the applicable rules and regulations of the
- Securities and Exchange Commission and the PCAOB. .

We conducted our audit in accordance with the standards of the PCAOB. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement, whether due to error or fraud. The Company is-not '
requited to have, nor were we engaged to perform, an audit of its internal control over financial

. reporting. As part of our audit we are required to obtain an understanding of internal control over

- financial reporting but not for the purpose of expressing ‘an opinion on the effectiveness of the

- Company's internal control over financial reporting. Accordingly, we express no such opinion. -

Our audit included performing procedures to assess the risks of material misstatement of the.
financial statements, whether due to error or fraud, and performing procedures that respond to
those risks. Such procedures in_cluded_examin_ing, on a test basis, evidence regarding the amounts -
and disclosures in the financial statements. Our audit also included evaluating the accounting.
~ principles used and significant estimates made by tanagement, as well as evaluating the overall
presentation of the financial statements. We believe that our audit provides a reasonable basis for

our opinion. . : - '

RCUMGROUP
MEM‘EER

Marcum LLe = Nine Parkway North » Suite 200 = Deerfield, linois 60015 » Phone 847.282.6300 = Fax 847.282.6301 = www.marcumlip.com



Suppiemental Information

. The information contained in Schedules I, II, and IIT (the “supplemental information”) has been
subjected to audit procedures performed in conjunction with the audit of the Company’s financial
. Statements. The supplemental information is the responsibility of the Company’s management.
Our audit procedures included determining whether the supplemental information reconciles to the
financial statements or the underlying accounting and other records, as applicable, and performing
“procedures to test the completeness and accuracy of the information presented in the supplemental
information. In forming our opinion on the supplemental information, we evaluated whether the .
supplemental information, including its form and content, is presented in conformity with 17
C.F.R. §240.17a-5. In our opinion, the supplemental information is fairly stated, in all material
respects, in relation to the financial statements as a whole, o .

\

- We have served as the Company’s auditor since 2015,

Deerfield, INlinois
February 21, 2019



McNally Capital Securities, LLC
' STATEMENT OF FINANCIAL CONDITION-

/

-December 31, 2018

ASSETS

"CASH AND CASH_EQUIVALENTS | - $60,435
_ PREPAID EXPENSES 1,500
i*OTAL ASSETS $61.935
o | LI..ABILI'I‘IES‘AND MEMBER’S EQUITY

ACCOUNTS PAYABLE . | $15.045
TOTAL LIABILITIES $15.045

 MEMBER'S EQUITY w |

| TOfAL LIABILITIES AND MEMBER’S EQUITY | $61.935°

The accompanying notes ate an integral part of these statements,
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- McNally Capital Secutities, LLC
-STATEMENT OF OPERATIONS
For the yeat ended December 31, 2018

Revenue . - : : '
Advisoty fees o ‘ : - $2.307.845
Total tevenue : 2,307,845
Expenses - : ‘

" Shared setvices with affiliate o ] 810,022
Professional fees - ‘ , ’ A 51,216
Assessments and fees , 14,164

“Office supplies and expenses ' A 12,480
Insurance s ’ ' 740

Total expenses L $888,622
NET INCOME . o $1,419,223

- The accompanying notes are an integral part of these statements.
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McNally Capital Secuntles, LLC -
STATEMENT OF CHAN GES IN MEMBER’S EQUITY' _
For the year ended December 31,2018 '

)

Balance, j@ugyl, 2018 S |  $17645
“Net-Incqme;'v. o | g - | o 1;419,223 o
Contributions IR o . 810,022
 Distsbutions - | | .(2,2oq,odoj
‘Ba_llaﬁce,'z Decembes 31, 2018 S - $46,890

The accompanying notes are an integral part of these statements.
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McNally ,Capital_ Secutities, LLC
STATEMENT OF CASH FLOWS
For'the year ended December 31, 2018

Cash flows from operating activities
- Net Income

.Adjustments to reconcile net lncome to net cash flows from operatmg activities

- Expenses paid for by parent not reimbursed
Operatmg activities adjustments

Increase (decrease) in accounts payable
Total operating activities adjustments -

Net'cash provided in opetating activities
Cash flows from financing activities

Member's contributions
Member's distributions

Net cash used in fmancigg activities
Net increase 1n cash gnd .cash.equivglents
Cash and cash equivalents at begining of year
, Cash and cash eéuivalents at end of Iyeﬂ..t-

Non-Cash Transactions : _
Expenses paid by parent not reimbursed - -

The accompanying notes ate an integtal part of these statements.
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(2,200,000) - -

$1,419,223

810,022

2,045

812,067

2,231,290

(2,200,000)

131,290

. 29,145

$60,435

$810,022



‘McNally Capital Securities, LLC
~ NOTES TO FINANCIAL STATEMENTS -
December 3_1, 2018 o

'NOTE A - ORGANIZATION

‘ McNall;i Capital Secutities, LLC (the “Company”) is a Delawate Limited Liability Coinpany that was.organized

- on Febtuary 7, 2011, and received its initial capital conttibution on February 29, 2012, . The Company was.

formerly known as MC Capital Markets, LLC and changed its name to McNally Capital Securities, LLC on
April 10, 2018. The Company is a broker-dealer registered with the U.S. Securities and Exchange Commission
(SEC) and-is 2 member of the Financial Industry Regulatory Authority, Inc. '(FINRA). - The Company
commenced operations when it teceived RFINRA membership apptoval on N ovember 7, 2012; The Company

' acts as an investment banker engaging in private placements.

' NOTE B - SIGNIFICAN'T ACCOUNT_ING POLICIES
Revenue Recognition

- Effective January 1,-2018, the Comp;;.ny adopted ASC Topic 606, Revenue from Contracts with Customers
~ (“ASC Topic 606”). The new revenue recognition guidance réquires an entity to follow a five step. model to ()
identify the contract(s) with a customer, (b) identify the performance obligations in the contract, (c) determine
- the transaction price, (d) allocate the transaction price'to the performance obligations in the contract, and (¢)
recognize revenue when (or as) the entity satisfies the performance obligation. - The Company applied the -
" modified retrospective method for adoption which did not result in a cumulative adjustment to retained

_ earnings as of January 1, 2018. - o '

- Iricome Taxes.

" The Cotpany isa single member LLC whose sole member is McNally Capital, LLC (the “Patent”). For federal

and Illinois income tax purposes-the Company is considered 4 disregarded entity and its income and expense -

is repotted directly on the fedetal and Illinois partnership return of the Patent. Neither the Company nor the
Parent are subject to federal or ,Illinois_income tax. - : R SR

A tax position is recognized as 2 benefit only if it is mote likely than not that the tax position would be sustained
in a’ tax examination, with a tax examination being presumed to occur. The amount recognized is the largest.
* amount of tax henefit that has a greater than 50% likelihood of being realized on examination: The Company
- applied this accounting policy to the 2015, 2016, 2017 and 2018 tax positions, all open tax years. For tax

positions not meeting the more hkely than not test, no tax benefit is recorded. As of Decémber 31, 2018, the '

“Company had no material unrecognized federal or state tax benefits. There have been no material changes in
unrecognized tax benefits during the current year. The Company did not have any material amounts accrued -
for interest and penalties at December 31, 2018. Intefest or penalties on income taxes, if incurred, ate . -

~ recognized on the statement of operations in other expenses. ' o '



* McNally Capital Secutities, LLC
NOTES TO FINANCIAL STATEMENTS - CONTINUED
Decembet_ 31, 2018 . ' .

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the’

United States of America requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosute of contingent assets and liabilities at the date of the financial

 statements, and the repotted amounts of revenues and expenses duzing the reporting petiod. Actual results
could differ from those estimates. ' } :

Cash

The Company is exposed to concentrations of credit tisk. ‘The Company maintains its cash in a bank deposit
account at a financial institution Where the total cash balance is insured by the Federal Deposit Insurance
Company (FDIC) up to $250,000 per depositor; per bank. At times, the Company may maintain balances in
excess of FDIC limits.  The Company monitors these credit isks-at financial institutions and has not
expetienced any losses related to these risks. : - ’

N

NOTE C - REVENUE FROM CONTRACTS WITH CUSTOMERS
Significant, judgem ents |

Revenue from contracts with customers includes commission income and fees from investment banking
setvices. The recognition and measutement of tevenue is based on the assessment of individual contract terrms,
Significant judgment is requited to determine whether performance obligations are satisfied at a point in time
or over time; how to allocate transaction prices where multiple petformance obligations are identified; when to
recognize revenue based on the appropriate measure of the Company’s progfess under the contract; and
_whether constraints on variable consideration should be applied due to uncertain*future events.

- Advisoty Fees

The Company provides advisory services on mesgers and acquisitions (M&A). Revenue for advisory
atrangemerits is generally recognized at the point in time that performance under the arrangement is completed
(the closing date of the transaction) or the contract is cancelled. However, for certain contracts, revenue is
recognized over time for advisory arrangements in which the performance obligations ate simultaneously
" provided by the Company and a benefit is received by the customer. In some circumstances, -significant

judgment is needed to détermine the timing and measute of progress appropriate for revenue recognition under-
 a specific contract, ‘ o : » '

Retainers and other fees received from customers priot to recognizing revenue are reflected as contract
- liabilities. At December 31, 2018, there wete no such amounts. : -

Costs to Obtain or Fulfill a Contract with a Customer
The Company recotds as an asset certain costs incutred to obtain revenue contracts with its customers, such
as sales commissions paid to employees for obtaining new contracts with clients. These costs ate amortized to

expense ovet the petiod of time that the services are expected to be provided to the customer.

There wete no such assets.at Januaty 1, 2018 and December 31, 2018, tespectively.
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' McNally Capital Secutities, LLC . .
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2018 : )

Disaggregated Revenue from Contracts with Customets

‘Based on the Company’s revenue for the year ended December 31, 2018, no further disaggregation of revenues
is deemed necessary as all revenue streams wete similar in nature. ‘ S

NOTE D - RELATED-PARTY TRANSACTIONS

The Company has éntered into an expense shating agreement with the Parent. Under the agreement, the Parent
will pay the following’ expenses relating to the Company: rent, utilities, salaries, computer hardware costs and
software license fees for technology utilized by the Broketr-Dealer, phone and other telecommunications costs
and such other expenses as may be ggreed to from time to time. To the extent the Parent pays salaries and
related expenses for registered persons and such payments relate to the setvices provided by.such persons to
the Company, the Parent will treat such payments and expenses as capital contribution to the Company. The -
capital contribution and related expense is recognized quarterly. :

- 'The Company will pay expenses directly relating to its brokerage activities, including, all charges incurred under
any escrow agreements it maintains in'connection with securities transactions; all registration and continuing
education fees, accounting and legal fees, audit fees, taxes; other professional service fees, consulting fees,
commissions payable to registered representatives, and all other charges incurted directly relating to the -
brokerage activities. C ’ -

During the year ended December 31, 2018, the Parent incurred $810,022 of expenses relating to the Coxﬁpany
consistent with the expense sharing agteement. The Company recorded these expenses as fion-cash
contribution from the Parent. o o : '

NOTE E - NET CAPITAL REQUIREMENTS - . o

-~ The Company is subject to the SEC Uniform Net Capital Rule (Rule 15c3-1) (the Rule). Under the Rule, the
Company is requited to maintain net capital equivalenit to $5,000 or 6-2/3% of aggregate indebtedness,

. whichever is gteater, as these terms are defined.

At December 31, 2018, the Company had net capital of $45,390, which was $40,390 in excess of its' §5,000
required minimum net capital. The ratio of aggregate indebtedness to total net capital was .33-to-1 at December
-31,2018. - ' ‘ . :

| NOTE F —~ CONCENTRATION OF REVENUE

One customer agreement tepresented 98% of total revenue for the year ended December 31, 2018,

11
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McNally Capxtal Secunues, LLC _

COMPUTATION OF NET CAPITAL FOR BROKERS AND DEALERS PURSUANT TO
RULE 15¢3-1 UNDER THE SECURITIES EXCHANGE ACT OF 1934 ,

" December 31 2018 - , : Schedule

Net capital - ,
Member’s equ.tty pet statement of ﬁnancml condition ' : , $46,890

Less non—allowable assets

Prepaid Expenses - ‘ ) | o - o | 1,50
Total 'adjus&nents _ : . B l E | ‘ : . ?__1_,5&2
Netcapital | . o S . asp0
Net capital requlrement ' ‘ | : - .
(T he greater of 6-2/3% of aggregate indebtedness o $5 000) , . . 5,000
Excess net capital o | ‘_ - o $40300
Ratio of aggtegate indebtedness to net capital o 3%
, Aggaegate:inz'iebtedness l‘ . A - , 351_.‘;,@

—~—

- NOTE: Thete are no matenal differences between the  preceding computation- and - the Company s ‘
- corresponding unaud1ted part II of Form X-17A-5 as of December 31,2018, as amended on February 11,2019.

' See Report of Independent Registered Public Accounting Firm.
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McNally Capital Securities, LLC : - ‘ , -
'COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS FOR
BROKER-DEALERS PURSUANT TO RULE 15¢3-3 UNDER THE SECURITIES
EXCHANGE ACT OF 1934 ' o .
‘December 31, 2018 - , . : ; Schedule 11

The Company is exerhpt from the provisions of Rule 15c3-3 under the Securities Exchange Act of 1934 as the
Company’s activities ate limited to those set forth in the conditions fot exemption appearing in paragraph
()(2)@i) of Rule 15¢3-3. ‘ -

See Repplr_t'of Independent Registered Public Accounting Fitm.
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McNally Capital Securities, LLC : o c . .
INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS FOR .
BROKER-DEALERS PURSUANT TO RULE 15¢3-3 UNDER THE SECURITIES '
EXCHANGE ACT OF 1934 o ' o o
December 31,2018 - S B . Schedule ITI

The Cdrnpany is exempt from the provisions of Rule 15¢3-3 under: the Securities Exchiange Act of 1934 as.the
Company’s activities ‘are limited to those set forth in the conditions for exemption appearing in patagraph
(&))@ of Rule 15¢3-3, ' - T _— S

See Report of Independent Registered Public Accounting Firm.
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 MARCUM

. ACCOUNTANTS 4 ADVISORS

| REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have reviewed managemeént's statements, included in the accompanying Exemption Report,

in which (1) McNally Capital Securities, LLC (the “Company”) identified the following

- provisions of 17 C.ER. § 15¢3-3(k) under which the Company claimed an exemption from 17

- CFR. § 240.15¢3-3: (2)(i) (the "exemption provisions") and (2) the Company stated that the

Comipany met the identified exemption provisions throughout the most recent fiscal year without

exception. The Company’s managemeént is responsible for compliance with the exemption
provisions and its statements. : ' o

Our review was conducted in accordance with the standards of the Public Cdmpany Accounting-
Oversight Board (United States) and, accordingly, included inquiries and ‘other. required
procédures to obtain evidence about the Company’s compliance with the exemption provisions.

" A review is substantially less in scope than an examination, the objective of which is the
expression of an opinion on management's statements. Accordingly, we do not express such an -
opinion. ' -

 Based on our review, we are not aware of any material modifications that should be'made to
management's statements referred to above for them to be fairly stated, in all material respects,
based on the provisions set forth in paragraph'-(k)(Z)(i) of Rule 15¢3-3 under the' Securities
Exchange Act of 1934, " , ' o o

Deerfield, Illinois
- February 21, 2019 -

MARCUMGROU
MEMBVER
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